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pledged as collateral for a loan. If the
honey located in a farm storage struc-
ture is pledged as collateral that se-
cures more than one loan, the honey
must be segregated so as to preserve
the identity of the honey securing such
loan. Honey securing a loan must also
be segregated from any honey not
pledged as collateral for a loan which is
stored in the same structure.

(b) Producers may also obtain loans
on honey packed in eligible containers
and stored in facilities owned by third
parties in which the honey of more
than one person is stored if the honey
which is to be pledged as collateral for
a loan and which is stored identity pre-
served or is segregated from all other
honey. Each container of the seg-
regated quantity of honey shall be
marked with the producer’s name, loan
number, and lot number so as to iden-
tify the honey from other honey stored
in the structure.

§ 1434.8 Liens.

(a) CCC’s security interest in the
honey pledged as collateral is first and
superior to all other security interests.

(b) The county office shall file or
record, as required by State law, all fi-
nancing statements needed to perfect a
security interest in honey pledged as
collateral for a loan. The cost of filing
and recording shall be for the account
of CCC.

(c) If there are any other security in-
terests, liens, or encumbrances on the
honey, CCC shall obtain waivers that
fully protect the interest of CCC even
though the security interests, liens, or
encumbrances are satisfied from the
loan proceeds. No additional security
interests, liens, or encumbrances shall
be placed on the honey after the loan is
approved.

§ 1434.9 Fees and interest.

(a) A producer shall pay a nonrefund-
able loan service fee to CCC at a rate
determined by CCC. The amount of
such fees will be available in State and
county offices and will be shown on the
note and security agreement.

(b) Interest which accrues with re-
spect to a loan shall be determined in

accordance with part 1405 of this chap-
ter.

[64 FR 10924, Mar. 8, 1999, as amended at 65
FR 7956, Feb. 16, 2000]

§ 1434.10 Determination of quantity.
The amount of a loan shall be based

on 100 per cent of the net weight in
pounds of such quantity certified by
the producer for honey on Form CCC–
633 (Honey) which is pledged as secu-
rity for the loan and covered by the
note and security agreement. Esti-
mates of the quantity of honey shall be
made on the basis of 12 pounds for each
gallon of rated capacity of the con-
tainer.

§ 1434.11 Transfer of producer’s inter-
est prohibited.

Absent written approval from CCC,
the producer shall not transfer either
the remaining interest in, or right to
redeem, the honey pledged as collateral
for a loan on honey nor shall anyone
acquire such interest or right. Subject
to the provisions of § 1434.14, a producer
who wishes to liquidate all or part of a
loan by contracting for the sale of the
honey must obtain written approval
from the county office on a form pre-
scribed by CCC to remove a specified
quantity of the honey from storage.
Any such approval shall be subject to
the terms and conditions set forth in
the applicable form, copies of which
may be obtained by producers at the
county office.

§ 1434.12 Loss or damage.
The producer is responsible for any

loss in quantity or quality of the honey
pledged as collateral for a loan. CCC
shall not assume any loss in quantity
or quality of the loan collateral.

§ 1434.13 Personal liability of the pro-
ducer.

(a) When applying for an individual
or joint loan, each producer agrees:

(1) When signing Form CCC–633
(Honey), Honey Loan Certification and
Worksheet and Form CCC–677 Farm
Storage Note and Security Agreement,
that the producer will:

(i) Provide correct, accurate, and
truthful certifications and representa-
tions of the loan quantity and all other
matters of fact and interest; and
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(ii) Not remove or dispose of any
amount of the loan quantity without
prior written approval from CCC in ac-
cordance with this section.

(2) That violation of the terms and
conditions of this part and Form CCC–
677 will cause harm or damage to CCC
in that funds may be disbursed to the
producer for a loan quantity which is
not actually in existence or for a quan-
tity for which the producer is not eligi-
ble.

(b) For the purposes of this section,
violations include any failure to com-
ply with this part or the loan agree-
ment, including but not limited to any
incorrect certification or:

(1) Unauthorized removal of honey
which shall include but is not limited
to the movement of any loan quantity
of honey from the storage structure in
which the commodity was stored when
the loan was approved to any other
storage structure whether or not such
structure is located on the producer’s
farm without prior written authoriza-
tion from the county committee in ac-
cordance with § 1434.14.

(2) Any unauthorized disposition
which shall include, but is not limited
to the conversion of any loan quantity
pledged as collateral for a loan without
prior written authorization from the
county committee in accordance with
§ 1434.14.

(c) The producer and CCC agree that
it will be difficult, if not impossible, to
prove the amount of damages to CCC
for conduct which is in violation of this
section. Accordingly, if the county
committee determines that the pro-
ducer has engaged in any such viola-
tion, liquidated damages shall be as-
sessed in addition to any loan refund
and other charges that may be due.
The amount of such damages shall be
computed using the quantity of honey
that is involved in the violation and
the formula set out below. If CCC de-
termines the producer:

(1) Acted in good faith when the vio-
lation occurred, liquidated damages
will be assessed by multiplying the
quantity involved in the violation by:

(i) 10 percent of the loan rate applica-
ble to the loan note for the first of-
fense; or

(ii) 25 percent of the loan rate appli-
cable to the loan note for the second
offense; or

(2) Did not act in good faith with re-
gard to the violation, or for cases other
than the first or second offense, liq-
uidated damages will be assessed by
multiplying the quantity involved in
the violation by 25 percent of the loan
rate applicable to the loan note.

(d) For liquidated damages assessed
in accordance with paragraph (c)(1) of
this section, the county committee
shall:

(1) Require repayment of the loan
principal applicable to the loan quan-
tity involved in the violation plus
charges and interest; and

(2) If the producer fails to pay such
amount within 30 calendar days from
the date of notification, call the appli-
cable loan for all of the honey under
loan, plus charges and interest.

(e) For liquidated damages assessed
in accordance with paragraph (c)(2) of
this section, the county committee
shall call the loan involved in the vio-
lation, and charges plus interest.

(f) The county committee:
(1) May waive the administrative ac-

tions taken in accordance with para-
graphs (c)(1) and (d) of this section if
the county committee determines that:

(i) The violation occurred inadvert-
ently, accidentally, or unintentionally;
or

(ii) The producer acted to prevent
spoilage of the commodity.

(2) Shall not consider the following
acts as inadvertent, accidental, or un-
intentional:

(i) Movement of loan collateral off
the farm;

(ii) Movement of loan collateral from
one storage structure to another on the
farm; and

(iii) Consumption of loan collateral.
(3) Shall furnish a copy of its deter-

mination to the State committee, and
the Administrator. If the determina-
tion of the county committee is not
disapproved by either the State com-
mittee or the Administrator or a des-
ignee, within 60 calendar days from the
date the determination is received,
such determination may be considered
to have been approved unless the Ad-
ministrator issues procedures that
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allow for more time or decides in an in-
dividual case that more time is needed.

(g) If there is any violation of the
loan agreement or this part, the loan
may be terminated in which case there
must be a full refund of the loan plus
interest and costs.

(h) If the county committee deter-
mines that the producer has violated
this part or the loan agreement, the
county committee shall notify the pro-
ducer in writing that:

(1) The producer has 30 calendar days
to provide evidence and information re-
garding the circumstances which
caused the violation, to the county
committee, and

(2) Administrative actions will be
taken in accordance with paragraph (d)
or (e) of this section.

(i)(1) If a producer:
(i) Makes any fraudulent or mis-

leading representation in obtaining a
loan, maintaining, or settling a loan;
or

(ii) Disposes or moves the loan col-
lateral without the approval of CCC,
such loan shall become payable upon
demand by CCC. The producer shall be
liable for:

(A) The amount of the loan;
(B) Any additional amounts paid by

CCC with respect to the loan;
(C) All other costs which CCC would

not have incurred but for the fraudu-
lent representation, the unauthorized
disposition or movement of the loan
collateral;

(D) Interest on such amounts;
(E) Late payment interest as may be

provided for in part 1403 of this title;
and

(F) Liquidated damages assessed
under paragraph (c) of this section; and

(2) Notwithstanding any provisions of
the note and security agreement, if a
producer has made any such fraudulent
or misleading representation to CCC or
if the producer has disposed of, or
moved, the loan collateral without
prior written approval from CCC in ac-
cordance with § 1434.14, the value of the
settlement for such collateral removed
by CCC shall be determined by CCC ac-
cording to § 1434.16.

(j) A producer shall be personally lia-
ble for any damages resulting from
honey removed by CCC, containing
mercurial compounds or other sub-

stances poisonous to humans, animals,
or food commodities which are con-
taminated.

(k) If the amount disbursed under a
loan or in settlement thereof exceeds
the amount authorized under this part,
the producer shall be personally liable
for repayment of such excess and
charges, plus interest, and for any
other sanction as may be allowed by
law.

(l) If the amount collected from the
producer in satisfaction of the loan is
less than the amount required in ac-
cordance with this part, the producer
shall be personally liable for repay-
ment of the amount of such deficiency
and charges, plus interest.

(m) In the case of joint loans, the
personal liability for the amounts spec-
ified in this section shall be joint and
several on the part of each producer
signing the loan note. Further, each
producer who is a party to a joint loan
will be jointly and severally liable for
any violation of the terms and condi-
tions of the note and security agree-
ment, and the regulations set forth in
this part. Each such producer shall also
remain liable for repayment of the en-
tire loan amount until the loan is fully
repaid without regard to such pro-
ducer’s claimed share in the honey, or
loan proceeds, after execution of the
note and security agreement by CCC.

(n) Any or all of the liquidated dam-
ages assessed in accordance with the
provisions of paragraph (c) of this sec-
tion may be waived as determined by
CCC.

(o) Remedies set out here are in addi-
tion to remedies the CCC will have
through its security interest on honey
which secures the repayment of the
loan made on the honey.

(p) All remedies provided for in this
section or part are in addition to any
remedies as may otherwise be provided
for in law.

§ 1434.14 Release of the honey pledged
as collateral for a loan.

(a)(1) A producer shall not move or
dispose of any honey pledged as collat-
eral for a loan until prior written ap-
proval for such removal or disposition
has been received from the county
committee in accordance with this sec-
tion.
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